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This note describes four main pillars for sound development and long-term sustainability of the urban transport sector in large metropolitan areas, and suggests how they can be introduced. The largest Brazilian metropolitan regions are presently working to introduce these pillars to ensure that urban transport will not be hostage to local and state politics, and will be able to maintain and develop its equipment and infrastructure through reliable financing mechanisms.
1 Before financing major urban transport projects in large metropolitan regions (MR) it is important to examine whether they have the basic elements or pillars for longterm sustainability of their urban transport sector. In Brazil, these basic elements are: a) a with an agreed-upon transport strategy, evaluate alternatives, and make recommendations based on a regional, intermodal point of view. For that purpose it is proposed the establishment of a Regional Transport Coordination Commission (RTCC) which is described in Al below. In addition, and since the RTCC would be responsible for developing an integrated urban transport, land use and air quality strategy which would be periodically updated and revised, RTCC must develop a strategy and the tools required to update it on a periodic basis. The basic elements of this strategy are described in part A2 below. To lend some strength to this informal fora which have no deliberative powers, multilateral agencies should only consider financing for projects which were thoroughly discussed and prioritized by them. The Bank is following this approach in Brazil, and this has generated a healthy discussion of transport projects between the three levels of government.
A2. An Integrated Urban Transport, Land Use and Air Quality Strategy is normally covered by a subsidy (hereby called working subsidy) prescribed by law, the main problem is to ensure that depreciation and cost of capital are covered by formal financial mechanisms which will prevent irreversible deterioration of infrastructure and equipment. Furthermore, since another way to reduce the heavy burden on government, would be to encourage private sector participation in the construction, operation and maintenance of the existing and new systems, the promotion of private sector participation is also discussed as part of a possible financing mechanism. The recent experience of concessions of the metropolitan 2/ Few subways in the world cover their working costs (i.e. operating costs without depreciation and cost of capital). Amongst them are the Sao Paulo Metro (which in 1995 started covering its working costs), the Santiago Metro, and of course the Hong Kong, Singapore and Pusan (Korea) Metros. Most of the Metros of other megacities hardly reach 60% of their working costs. The problem, however, is that for flows of more than 25,000 passengers per hour per direction in the CBDs of most megacities, a better solution than a subway is yet to be found. This one more reason why predictable financing mechanisms are needed where a subway alternative is the best solution from the economic standpoint. The author does not know of any commuter/suburban rail operation that cover its working costs. experience (e.g., the unavailability of funds to pay for trainsets which are already available for delivery), the promise that resources will be made available from Government general revenues is not enough to ensure the long-term financial sustainability of the system.
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In view of the above, the State Governments should enact a legal instrument defining the financing mechanisms that they intend to use to cover the depreciation and cost of capital of the system on a timely and reliable basis. Possible sources of funds are revenues from advertising, savings generated from the These are pillars for sound development and long-term sustainability of the urban transport sector in large metropolitan areas.
